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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Town of Kenneth City, Florida (the City), as of and for the
year ended September 30, 2025, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the City, as of September 30, 2025, and the respective
changes in financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the City and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Emphasis of Matter — Change in Accounting Principle

As discussed in Note 1 to the financial statements, the City implemented Governmental Accounting
Standards Board (GASB) Statement No. 101, Compensated Absences, effective for the fiscal year
ended September 30, 2025. Statement No. 101 requires liabilities to be recognized for leave
attributable to services already rendered, that accumulates, and is more likely than not to be used or
otherwise paid or settled. Our opinions are not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently
known information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the City’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, information on budgetary comparisons, information on pension
benefits, and information on other postemployment benefits, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with GAAS, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The combining and individual fund financial
statements and schedules and schedule of expenditures of federal awards, as required by Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with GAAS. In our opinion, the combining and individual fund
financial statements and schedules and schedule of expenditures of federal awards are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 28,
2026, on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City’s internal control over financial reporting and compliance.

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
August 28, 2026
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

The Town of Kenneth City's (City) discussion and analysis is designed to (a) assist the reader in
focusing on significant financial issues, (b) provide an overview of the City's financial activity, (c) identify
changes in the City's financial position (its ability to address the next and subsequent year challenges),
(d) identify any material deviations from the financial plan (the approved budget), and (e) identify
individual fund issues or concerns.

Financial Highlights
e The City's current assets decreased $406,551 (or -5.6%).
e The City's net capital assets increased by $1,095,276 (or 17%) due to current year additions of
$ 1,793,702, current net disposals of $322,471, and current depreciation of $375,955.
The City's net position increased $1,728,697 (or 16.9%).
There are no business-type activities for the City.
Total revenues increased $1,236,250 (or 23.6%).
Total expenses increased $345,824 (or 7.9%).

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements are comprised of three components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to financial statements

This report contains required supplementary information in addition to the basic financial statements
themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to be corporate-like in that all governmental
activities are consolidated into columns which add to a total for the Primary Government. The focus of
the statement of net position (the Unrestricted Net Position) is designed to be similar to a bottom line for
the City and its governmental activities. This statement combines and consolidates governmental fund's
current financial resources (short-term spendable resources) with capital assets and long-term
obligations.

The statement of activities is focused on both the gross and net cost of various activities which are
provided by the government's general tax and other revenues. This is intended to summarize and
simplify the user's analysis of cost of various governmental services and/or subsidy to various
business-type activities.

The Governmental Activities reflects the City's basic services, including general government, law
enforcement, fire protection, and public works. Property, sales, and utility services taxes along with
franchise fees fund most of these services.

The government-wide statement includes only the City. There are no component units identified.
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

Fund Financial Statements

Traditional users of governmental financial statements will find the Fund Financial Statements
presentation more familiar. The focus is now on Major Funds, rather than (the previous model's) fund
types.

The Governmental Major Fund presentation is presented on a sources and uses of liquid resources
basis. This is the way the financial plan (the budget) is typically developed. The flow and availability of
liquid resources is a clear and appropriate focus of any analysis of a government. Funds are
established for various purposes and the Fund Financial Statements allow the demonstration of
sources and uses and/or budgeting compliance associated therewith.

Governmental Funds

Governmental fund financial statements are prepared on the modified accrual basis using current
financial resources measurement focus. Under modified accrual basis, revenues are recognized when
they become measurable and available as net current assets. The governmental fund statements
provide a detailed short-term view of the City's general government operations, and the information
helps to determine whether there are more or fewer financial resources that can be spent in the near
future to finance the City's programs.

The City adopts an annual budget for all funds and a budgetary comparison statement has been
provided for these funds to demonstrate budgetary compliance.

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes to the financial statements can be found
on pages 17- 38 of the statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information. This includes the governmental funds original and final budget in
comparison to actual expenditures and the pension liability and other post-employment benefit liability
disclosures.

Infrastructure Assets

The City has elected GASB Statement No. 34 not to retroactively report infrastructure assets.
Historically, a government's largest group of assets (infrastructure — roads, bridges, traffic signals,
underground pipes (unless associated with a utility), have not been reported or depreciated in
governmental financial statements. This new statement requires that these assets be valued and
recorded within the governmental activities' column of the government-wide financial statements.
Additionally, the government must elect to either (a) depreciate these assets over their estimated useful
life or (b) develop a system of asset management designed to maintain the service delivery potential to
near perpetuity. The City has elected to depreciate their assets over their estimated useful life.
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

Statement of Net Position

The following table reflects the condensed comparative statement of net position as of September 30,
2025 and 2024.

Table 1
Statement of Net Position
As of September 30, 2025

2025 2024
Current Assets $ 6,792,987 $ 7,199,538
Capital Assets (Net of Depreciation) 7,420,836 6,325,560
Total Assets 14,213,823 13,525,098
Deferred Outflow of Resources 745,443 803,180
Total Assets and Deferred Outflow
of Resources $ 14,959,266 $ 14,328,278
Current Liabilities $ 421,840 $ 1,397,727
Compensated Absences 107,880 69,939
Net Pension Liability 1,922,053 2,243,466
Total OPEB Liability 63,640 68,046
Total Liabilities 2,515,413 3,779,178
Deferred Inflow of Resources 488,585 322,529
Net Position:
Net Investment in Capital Assets 7,420,836 6,325,560
Restricted 4,577,634 4,449,072
Unrestricted (43,202) (548,061)
Total Net Position 11,955,268 10,226,571
Total Liabilities, Deferred Inflow of
Resources, and Net Position $ 14,959,266 $ 14,328,278

For more detailed information see the statement of net position.
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

Statement of Activities

The following schedule reflects a condensed comparative statement of changes in net position as of
September 30, 2025 and 2024.

Table 2
Change in Net Position
2025 2024
REVENUES

Program Revenues:
Charges for Services $ 783,336 $ 775,704
Operating Grants and Contributions 1,311,331 609,422
Capital Grants and Contributions - -

General Revenues:
Taxes 3,487,089 3,036,704
Intergovernmental 270,906 237,696
Franchise Fees 383,201 322,962
Investment Income 173,914 186,994
Gain on Sale of Capital Assets - 9,919
Insurance Recoveries 1,914 4,064
Miscellaneous 53,968 49,723
Total Revenues 6,465,659 5,233,188

EXPENSES

General Government 1,964,968 1,650,737
Public Safety 2,351,362 2,375,577
Highway and Streets 376,706 331,043
Culture and Recreation 25,981 19,615
Total Expenses 4,719,017 4,376,972
NET INCREASE IN NET POSITION 1,746,642 856,216
Net Position - Beginning of Year, as Previously Reported 10,226,571 9,370,355
Restatement (see Note 11) (17,945) -
Net Position - Beginning of Year, as Restated 10,208,626 9,370,355
NET POSITION - END OF YEAR $ 11,955,268 $ 10,226,571

For more detailed information see the statement of activities.
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

THE CITY FUNDS

Governmental Funds

The focus of the City's governmental funds is to provide a detailed short-term view of the City's general
government operations. The information helps to determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City's programs. Unrestricted fund balance
may serve as useful measure of a government's net resources available for spending at the end of the
fiscal year.

As of year-end, the governmental funds reported a combined fund balance of $6.358 million, which was
an increase of $499,026 (or 9%) as compared to the combined fund balance at the beginning of the
year. The General Fund had an increase in fund balance of $436,703, the Capital Projects Fund had a
decrease in fund balance of $107,076, the Stormwater Services Fund had an increase in fund balance
of $25,479 and nonmajor governmental funds had an increase of $143,920. Total revenues increased
by $1,162,009 (22.3%) and expenditures increased by $1,662,124 (39.3%).

Budgetary Highlights

The final amount of budgeted revenues in the General Fund was $3,886,969 and actual revenues for
the fiscal year 2025 were $4,029,529 which resulted in a favorable variance of $142,560. The final
amounts of budgeted expenditures in the General Fund were $3,509,225 and the amount of actual
expenditures were $3,598,520 which resulted in an unfavorable variance of $(89,295).

CAPITAL ASSETS AND DEBT MANAGEMENT

Capital Assets

As of September 30, 2025, the City had $7,420,836 (Net) invested in a variety of capital assets as
compared to $6,325,560 as of September 30, 2024. This represents a net increase of $1,095,226 or
(17.3%) from the end of last year.

Increases in capital assets during the current fiscal year was mainly driven by $1,446,593 of additions
in Infrastructure offset by disposals within Infrastructure and General Government Equipment.

Table 3
Capital Assets (Net of Depreciation) at September 30, 2025

Governmental Activities

2025 2024
Nondepreciable Assets:
Land $ 250,000 $ 250,000
Construction in Progress 10,524 -
Depreciable Assets:
Buildings and Improvements 6,559,671 5,538,577
Furniture, Fixtures, and Equipment 600,641 536,983
Total $ 7,420,836 $ 6,325,560

The following reconciliation summarizes the change in capital assets, which is presented in more detail
in Note 7 to the financial statements.
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TOWN OF KENNETH CITY, FLORIDA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED SEPTEMBER 30, 2025

Long-Term Debt
As of September 30, 2025, the City reported accrued compensated absences of $177,526, net pension
liability of $1,922,053, and other postemployment benefits liability of $63,640.

ECONOMIC FACTORS

Local taxable property values increased, on average, 6.50%. The increase in assessed valuations was
considered in developing the subsequent fiscal year’'s budget and is expected to positively affect ad
valorem tax revenues, subject to statutory millage rate limitations and historical collection trends.

In preparing the budget for the upcoming fiscal year, management considered anticipated increases in
personnel costs. Salary and wage adjustments for non-bargaining unit and non-contract personnel are
based on a composite methodology that incorporates the annual Consumer Price Index (CPl) for the
Southern region, along with incremental adjustments intended to maintain compensation levels
comparable to similar positions within the local labor market. The actual impact on expenditures will
depend on final approved adjustments and overall staffing levels.

The City has received all draws of the American Rescue Plan Act for total allocated and received
amount of $2,564,872. As of the date of evaluation, the City has utilized $2,431,599 of the total grant.
The City has obligated the remainder of the funds, with expected disbursements of the funds to be
complete by December 31, 2026.

The City has seen an increase in investment earnings due to current interest rates and economic
conditions. The City continues to evaluate areas that excess funds can be invested at higher rates
while still adhering to City's investment policy.

FINANCIAL CONTACT

The City's financial statements are designed to present users (citizens, taxpayers, customers, rating
agencies, investors, and creditors) with a general overview of the City's finances and to demonstrate
the City's accountability. If you have questions about the report or need additional information, contact
the City's City Manager or City Finance Officer at 6000 54th Avenue North, Kenneth City, Florida
33709 — Telephone (727) 498-8948.
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TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

ASSETS

Current Assets:
Cash and Cash Equivalents
Investments
Accounts Receivable
Due from Other Governments
Inventory
Prepaid Items

Total Current Assets

Noncurrent Assets:
Capital Assets:
Non Depreciable
Depreciable, Net of Accumulated Depreciation
Total Noncurrent Assets
Total Assets

DEFERRED OUTFLOW OF RESOURCES
Related to Pensions
Related to OPEB
Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Liabilities
Unearned Revenue
Accrued Compensated Absences
Total Current Liabilities

Noncurrent Liabilities:
Accrued Compensated Absences
Net Pension Liability
Total OPEB Liability
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOW OF RESOURCES
Related to Pensions
Related to OPEB
Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Restricted for:
Infrastructure
Building Code Enforcement
Police Department Donations
Fire Services
Stormwater Services
Multimodal Impact Fees
Unrestricted
Total Net Position

See accompanying Notes to Financial Statements.
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Governmental
Activities

$ 5,835,353
593,437

107,892

224,946

6,278

25,081
6,792,987

260,524
7,160,312
7,420,836

14,213,823

703,625
41,818
745,443

135,110
55,056
162,028
69,646
421,840

107,880
1,922,053
63,640
2,093,573
2,515,413

357,596
130,989
488,585

7,420,836

3,949,441
77,616
10,607
270,330
240,128
29,512
(43,202)
S5 11955268




TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2025

Net (Expense)
Revenue and
Change in
Program Revenues Net Position
Operating
Charges for Grants and Governmental
Function / Program Activities Expenses Services Contributions Activities
GOVERNMENTAL ACTIVITIES
General Government $ 1,964,968 $ 357,334 $ 1,311,331 $ (296,303)
Public Safety 2,351,362 426,002 - (1,925,360)
Highways and Streets 376,706 - - (376,706)
Culture and Recreation 25,981 - - (25,981)
Total Governmental Activities 3 4,719,017 $ 783,336 $ 1,311,331 (2,624,350)
GENERAL REVENUES
Taxes:
Property Taxes 1,595,061
Sales and Use Taxes 401,681
Communication Services Tax 59,105
Public Service Tax 592,206
Local Option Tax 839,036
Intergovernmental 270,906
Franchise Fees 383,201
Investment Income 173,914
Insurance Recoveries 1,914
Miscellaneous 53,968
Total General Revenues 4,370,992
CHANGE IN NET POSITION 1,746,642
Net Position - Beginning of Year, as Previously Reported 10,226,571
Restatement (see Note 11) (17,945)
Net Position - Beginning of Year, as Restated 10,208,626

NET POSITION - END OF YEAR

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
BALANCE SHEET -
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025

Stormwater Nonmajor Total
Capital Services Governmental Governmental
ASSETS General Fund ARPA Fund Projects Fund Fund Funds Funds
Cash and Cash Equivalents $ 1435942 $ - % 388049 $ 293330 $ 225585 $§ 5,835,353
Investments 593,437 - - - - 593,437
Accounts Receivable 107,892 - - - - 107,892
Due from Other Governments 46,594 - 178,352 - - 224,946
Inventory 6,278 - - - - 6,278
Due from Other Funds 68,141 153,723 - 22,533 56,247 300,644
Prepaid Items 24,971 - - - 110 25,081
Total Assets $ 2,283255 § 153,723 $ 4,058,848 § 315,863 $ 281,942 § 7,093,631
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payable $ 98,062 $ 17,375 $ 10,386  $ 9,035 § 252§ 135,110
Accrued Liabilities 55,056 - - - - 55,056
Due to Other Funds 120,598 3,075 99,021 66,700 11,250 300,644
Unearned Revenue 28,755 133,273 - - - 162,028
Total Liabilities 302,471 153,723 109,407 75,735 11,502 652,838
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue:
Intergovernmental - - 82,531 - - 82,531
FUND BALANCES
Nonspendable 31,249 - - - 110 31,359
Restricted:
Infrastructure - - 3,866,910 - - 3,866,910
Building Code Enforcement 77,616 - - - - 77,616
Police Department Donations 10,607 - - - - 10,607
Fire Services - - - - 270,330 270,330
Stormwater Services - - - 240,128 - 240,128
Multimodal Impact Fees 29,512 - - - - 29,512
Committed:
PD Asset Purchases 6,580 - - - - 6,580
DPW Asset Purchases 255 - - - - 255
Declared Emergencies 390,448 - - - - 390,448
Unassigned 1,434,517 - - - - 1,434,517
Total Fund Balances 1,980,784 - 3,866,910 240,128 270,440 6,358,262
Total Liabilities and Fund Balances $ 2283255 §$ 153,723 $ 4,058,848 § 315,863 $ 281,942 § 7,093,631

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS $ 6,358,262

Amounts reported for governmental activities in the statement of net position
are different because:

Capital assets used in government activities are not financial resources and,

therefore, are not reported in the funds:
Capital Assets, Nondepreciable 260,524
Capital Assets, Depreciable - Net 7,160,312

Certain receivables are not available to pay current period expenditures and, therefore,
are reported as deferred inflows of resources in the funds. 82,531

Long-term liabilities are not due and payable in the current period
and, therefore, are not reported in the funds:

Net Pension Liability (1,922,053)
Total OPEB Liability (63,640)
Compensated Absences (177,526)

Deferred outflows and inflows of resources related to pensions and OPEB do
not have a current financial resources focus, and therefore, are not reported in the funds:

Deferred Outflows Related to Pensions 703,625
Deferred Outflows Related to OPEB 41,818
Deferred Inflows Related to Pensions (357,596)
Deferred Inflows Related to OPEB (130,989)
Net Position of Governmental Activities $ 11,955,268

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
YEAR ENDED SEPTEMBER 30, 2025

Stormwater Nonmajor Total
Capital Services Governmental Governmental
General Fund ARPA Fund Projects Fund Fund Fund Funds
REVENUES
Property Taxes $ 1,595,061 $ -3 - 8 -3 - $ 1,595,061
Sales Taxes 401,681 - - - - 401,681
Communications Services Tax 59,105 - - - - 59,105
Franchise Fees 383,201 - - - - 383,201
Public Service Tax 592,206 - - - - 592,206
Local Option Tax 65,553 - 690,952 - - 756,505
Special Assessments - - - 239,629 422,164 661,793
Licenses and Permits 117,705 - - - - 117,705
Intergovernmental Revenues 584,869 997,368 - - - 1,582,237
Fines and Forfeitures 3,838 - - - - 3,838
Investment Income 172,342 649 - 441 482 173,914
Miscellaneous Revenues 53,968 - - - - 53,968
Total Revenues 4,029,529 998,017 690,952 240,070 422,646 6,381,214
EXPENDITURES
Current:
General Government 1,247,711 120,736 88 33,118 - 1,401,653
Public Safety 2,013,271 16,325 2,058 - 278,726 2,310,380
Highways and Streets 257,360 - 787 98,019 - 356,166
Culture and Recreation 25,953 - 28 - - 25,981
Capital Outlay 54,225 860,956 795,067 83,454 - 1,793,702
Total Expenditures 3,598,520 998,017 798,028 214,591 278,726 5,887,882
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 431,009 - (107,076) 25,479 143,920 493,332
OTHER FINANCING SOURCES
Insurance Recoveries 1,914 - - - - 1,914
Sale of Capital Assets 3,780 - - - - 3,780
Total Other Financing Sources 5,694 - - - - 5,694
NET CHANGE IN FUND BALANCES 436,703 - (107,076) 25,479 143,920 499,026
Fund Balance - Beginning, As Previously Reported 1,544,081 - 3,973,986 - 341,169 5,859,236
Adjustments - Change within Financial
Reporting Entity - - - 214,649 (214,649) -
Fund Balance - Beginning, As Adjusted 1,544,081 - 3,973,986 214,649 126,520 5,859,236
FUND BALANCES - END OF YEAR $ 1,980,784 $ - $ 3866910 $ 240,128  $ 270,440 $ 6,358,262

See accompanying Notes to Financial Statements.
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TOWN OF KENNETH CITY, FLORIDA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30, 2025

NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS $ 499,026

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is depreciated over their
estimated useful lives.

Net Expenditures for Capital Assets that were Capitalized 1,793,702
Remaining Net Book Value of Capital Assets on Disposition (322,471)
Depreciation Expense (375,955)

Changes in net pension liability and the related deferred inflows and deferred outflows of
resources reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds. 111,090

Changes in the OPERB liability and the related deferred inflows and deferred outflows of
resources reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds. (9,064)

Some revenues reported in the statement of activities will not be collected for several months
after the fiscal year and, therefore, are not reported as revenue in the governmental funds.
Change in Unavailable Revenue - Grants 82,531

Changes in accrued compensated absences reported in the statement of activities do not
require the use of current financial resources and, therefore, are not reported as
expenditures in the governmental funds. (32,217)

Change in Net Position - Governmental Activities $ 1,746,642

See accompanying Notes to Financial Statements.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Kenneth City, Florida, (City) maintains its accounting records in accordance
with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The more significant of the City’s accounting policies are described
below:

A. Financial Reporting Entity

The Town of Kenneth City was incorporated on May 9, 1957, under the laws of Florida
Section 2, Chapter 57-1462. The City provides the following services as authorized by its
charter: public safety (police and fire), highway and streets, sanitation, health and social
services, culture-recreation, public improvements, planning and zoning, general
administrative services. The legislative branch of the City is composed of a five (5)
member elected City Council and Mayor. The City Council is governed by the Charter
and by state and local laws and regulations. The City Council is responsible for the
establishment and adoption of policy. The executing of such policy is the responsibility of
the City Manager. In the November 2013 election, the citizens approved a new City
Charter that provides for a City Manager. The first City Manager was hired in March
2014.

Governmental accounting standards require that these financial statements present the
Town of Kenneth City (the primary government) and its component units as applicable.
Component units generally are legally separate entities for which a primary government
is financially accountable. Financial accountability ordinarily involves meeting both of the
following criteria: the primary government is accountable for the potential component unit
(i.e., the primary government appoints the voting maijority of its board) and the primary
government is able to impose its will upon the potential component unit, or there is a
possibility that the potential component unit may provide specific financial benefits or
impose specific financial burdens on the primary government. Based upon the
application of these criteria, no component units were identified, and the accompanying
financial statements include only information relative to the primary government.

B. Basis of Accounting and Measurement Focus

Under the modified accrual basis of accounting, revenues are recognized in the
accounting period in which they become both measurable and available to finance
expenditures of the current period. Accordingly, revenues are recorded when received in
cash (unless legally restricted to some future period) or when earned and expected to be
collected soon enough after year-end to pay the liabilities of the current period. For this
purpose, revenues are considered to be available if they are collected within 60 days
after year-end. The primary revenue sources that have been treated as susceptible to
accrual by the City are property tax, sales tax, franchise fees, intergovernmental
revenues, other taxes, and interest revenue. Fines, forfeitures, licenses, and permits are
not susceptible to accrual because they are usually not measurable until received in
cash.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting and Measurement Focus (Continued)

Unearned revenues arise when potential revenues do not meet both the “measurable”
and “available” criteria for recognition in the current period. Unearned revenues also
arise when the government receives resources before it has a legal claim to them, as
when grant monies are received prior to incurring qualifying expenditures. In subsequent
periods when both revenue recognition criteria are met, or when the government has a
legal claim to the resources, revenue is recognized.

The accounting system of the City is organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, deferred
outflows, liabilities, deferred inflows, fund balance, revenues, and expenditures or
expenses, as appropriate. Governmental resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means
by which spending activities are controlled.

Reconciliation of the fund financial statements to the government-wide financial
statements is provided to explain the differences created by the integrated approach of
GASB Statement No. 34, Basic Financial Statements and Management’s Discussion
and Analysis for State and Local Governments.

Government-Wide Financial Statements

The City’s government-wide financial statements include a statement of net position and
a statement of activities. These statements present summaries of governmental
activities for the City.

These statements are presented on an “economic resources” measurement focus and
the accrual basis of accounting. Accordingly, all of the City’s assets and liabilities,
including capital assets and long-term liabilities, along with deferred inflows of resources,
deferred outflows of resources, and net position are included in the accompanying
statement of net position. The statement of activities presents changes in net position.
Under the accrual basis of accounting, revenues are recognized in the period in which
they are earned while expenses are recognized in the period in which the liability is
incurred.

Certain types of transactions are reported as program revenues for the City:
e Charges for services

e Operating grants and contributions
o Capital grants and contributions
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Basis of Accounting and Measurement Focus (Continued)

Governmental Fund Financial Statements

Governmental fund financial statements include a balance sheet and a statement of
revenues, expenditures, and changes in fund balance for all governmental funds. An
accompanying schedule is presented to reconcile and explain the differences in fund
balances as presented in these statements to the net position presented in the
government-wide financial statements. The City has presented all funds in the
accompanying financial statements.

All governmental funds are accounted for on a spending or current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only
current assets and current liabilities are included on the balance sheet. The statement of
revenues, expenditures and changes in fund balances presents increases (revenues
and other financing sources) and decreases (expenditures and other financing uses) in
net current assets.

The City reports the following governmental funds:

Major Funds

General Fund - The General Fund is the City’s primary operating fund. It accounts
for all economic resources of the general government, except those required to be
accounted for in another fund.

ARPA Fund - The American Rescue Plan Act (ARPA) Fund, a special revenue fund,
is used to account for specific revenue sources that are restricted or committed to
expenditures related to recovering from declared pandemics.

Capital Projects Fund - The Capital Projects Fund is used to account for the
economic resources that are restricted for the acquisition or construction of major
capital facilities and improvement projects.

Stormwater Fund - The Stormwater Fund, a special revenue fund, is used to
account for stormwater service assessments and related charges that are restricted
to expenditures related to stormwater management services and capital
improvements.

Nonmajor Funds

Fire Services Fund - The Fire Services Fund, a special revenue fund, is used to
account for fire services special assessments that are restricted to expenditures
related to fire protection services, facilities, and related programs.

(19)



NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Compensated Absences

The liability for compensated absences reported in the government-wide statements
consists of leave that has not been used that is attributable to services already rendered,
accumulates, and is more likely than not to be used for time off or otherwise paid in cash
or settled through noncash means. The liability also includes amounts for leave that has
been used for time off but has not yet been paid in cash or settled through noncash
means and certain other types of leave.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items. Prepaid items are expensed during the periods benefited.

Inventory

Inventory consists of expendable supplies and is valued at average cost. The cost of
inventory is recorded as an expenditure when consumed rather than when purchased.

Interfund Transactions

Interfund transactions are reflected as either loans, services provided, reimbursements
or transfers. Loans are reported as receivables and payables as appropriate and are
subject to elimination upon consolidation. Services provided, deemed to be market or
near market rates, are treated as revenues and expenditures. Reimbursements occur
when one fund incurs a cost, charges the appropriate benefiting fund and reduces its
related cost as a reimbursement. All other interfund transactions are treated as transfers
and are netted as part of the reconciliation to the government-wide presentation.

Government Fund Balances

In accordance with GASB Statement No. 54, Fund Balance Reporting, and
Governmental Fund Type Definitions, the City classified fund balance in governmental
funds as nonspendable, restricted, committed, assigned, and unassigned.

Nonspendable fund balance represents amounts that cannot be spent because they are
either not in spendable form (such as inventory and prepaid items) or amounts that are
legally or contractually required to remain intact.

Restricted fund balance includes amounts that can be spent only for the specific

purposes stipulated by constitution, external resource providers, or through enabling
legislation.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Government Fund Balances (Continued)

Committed fund balance includes amounts that can be used only for the specific
purposes determined by formal vote of the City Council. These amounts cannot be used
for any other purpose unless the City Council removes or changes the specified use by
taking the same type of action that created the Committed resource. This classification
also includes contractual obligations (encumbrances) to the extent that existing
resources have been specifically committed to satisfy those contractual requirements.

Assigned fund balance includes amounts that are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as
Restricted or Committed because they are supported by management’s intent rather
than a formal action of the City Council.

Unassigned fund balance can only be found in the General Fund; it represents the
residual amount of fund balance not contained in the other classifications.

The City reserves the right to selectively spend Unassigned resources first and to defer
the use of the other classified funds. If the appropriate opportunities arise, the City would
typically use restricted fund balances, followed by committed, then assigned, and finally
unassigned.

The City does not have a formally adopted stabilization arrangement or minimum fund
balance policy.

. Government Wide Net Position

Net position represents the difference between assets plus deferred outflows of
resources and liabilities plus deferred inflows of resources. Net position is presented in
three components: net investment in capital assets, restricted, and unrestricted.

Net Investment in Capital Assets — This component of net position consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, notes, or other borrowings attributable to the acquisition, construction, or
improvement of those assets. This component does not include the portion of debt
attributable to the unspent proceeds.

Restricted — This component consists of net position that have constraints placed on
them either externally by third-parties (creditors, grantors, contributors, or laws or
regulations of other governments) or by law through constitutional provision or
enabling legislation.

Unrestricted — This component consists of net position that does not meet the
definition of “net investment in capital assets” or “restricted”.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Government Wide Net Position (Continued)

When both restricted and unrestricted resources are available for use, the City’s policy is
to use restricted resources first, then unrestricted resources as needed.

Use of Estimates

The preparation of basic financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Capital Assets

Capital assets, which includes land, buildings, improvements, furniture, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported in
the government-wide financial statements. Capital assets are recorded at historical cost
or estimated historical cost, if actual cost is not available. Donated assets are recorded
at acquisition value at the time received. City policy has set the capitalization threshold
for reporting capital assets at $1,000.

Depreciation is recorded on a straight-line basis over the estimated useful lives of the
assets as follows:

Buildings, Structures, and Infrastructure 40 Years
Equipment 5to0 10 Years

The City defines infrastructure as the basic physical assets that allow the City to
function. It includes the street system, park and recreation lands and improvements
system; storm water conveyance and drainage system, buildings combined with site
amenities such as parking and landscaping areas used by the City in the conduct of its
business.

. Pension

In the government-wide statement of net position, liabilities are recognized for the City’s
proportionate share of each pension plan’s net pension liability. For purposes of
measuring the net pension liability, deferred outflows/inflows of resources, and pension
expense, information about the fiduciary net position of the Florida Retirement System
(FRS) defined benefit plan and the Health Insurance Subsidy (HIS) and additions
to/deductions from FRS’s and HIS’s fiduciary net position have been determined on the
same basis as they are reported by the FRS and HIS plans. For this purpose, plan
contributions are recognized as of employer payroll paid dates and benefit payments
and refunds of employee contributions are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
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NOTE 1

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. Other Postemployment Benefits (OPEB)

In the statement of net position, liabilities are recognized for the City’s total OPEB liability
as determined by an actuarial review of the healthcare coverage purchased by retirees
to continue participation in the City’s health plan. OPEB expense is recognized
immediately for changes in the OPEB liability resulting from current year service cost,
interest on the total OPEB liability, and changes of benefit terms or actuarial
assumptions.

. Deferred Outflows/Deferred Inflows of Resources

In addition to assets, the statement of net position includes a separate section for
deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net assets that applies to a future
period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The City has multiple items that qualify for reporting in
this category including differences between expected and actual experience, changes in
actuarial assumptions, and projected versus actual earnings on pension plan
investments, and changes in actuarial assumptions relating to the Florida Retirement
System Pension Plan, the Retiree Health Insurance Subsidy Program, and the OPEB
Plan. The amounts will be recognized as increases in pension expense and OPEB
expense in future years.

In addition to liabilities, the statement of net position includes a separate section for
deferred inflows of resources. The City has multiple items that qualify for reporting in this
category including differences between expected and actual experience, changes in
actuarial assumptions, and projected versus actual earnings on pension plan
investments, and changes in actuarial assumptions relating to the Florida Retirement
System Pension Plan, the Retiree Health Insurance Subsidy Program, and the OPEB
Plan.

NOTE2 CASH AND INVESTMENTS

The City maintains pooled cash accounts that contain the cash of all funds. The City’s policy
requires that all cash deposits and any certificates of deposit are first covered by federal
depository insurance and, for the amount in excess of such federal depository insurance, by
the State of Florida's Security for Public Deposits Act as defined by Florida Statutes Section
280.02. Provisions of the Act require that public deposits may only be made at qualified
public depositories. The Act requires each qualified public depository to deposit with the
State Treasurer eligible collateral equal to or in excess of the required collateral as
determined by the provisions of the Act. In the event of a failure by a qualified public
depository, losses in excess of federal depository insurance and proceeds from the sale of
the securities pledged by the defaulting depository are assessed against the other qualified
public depositories of the same type as the depository in default.
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NOTE 2

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

CASH AND INVESTMENTS (CONTINUED)

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits,
and certain short-term investments in depositories.

Cash and Cash Equivalents
Consists of the following:

Cash in Bank - Checking $ 1,917,935
Cash in Bank - Money Market Account 3,917,418

Total Cash and Cash Equivalents $ 5,835,353
Investments

The City has $593,437 invested in the Daily Liquidity Fund of the Florida Surplus Asset
Fund Trust (FL SAFE).

FL SAFE is a common law trust organized in 2007 under the laws of the state of Florida.
The trust is administered by Prudent Man Advisors, Inc. and an elected five-member Board
of Trustees. At September 30, 2025, the City was invested in the Daily Liquidity Fund. At
September 30, 2025, the weighted average life is not to exceed 120 days. The fund seeks,
but does not guarantee, to maintain a constant NAV at $1.00 per share. The value of the
City’s position in FL SAFE external investment pool is the same as the value of the pool's
shares. The investment strategy of FL SAFE Daily Liquidity Fund is to provide safety and
preservation of principal, liquidity, transparency, and competitive yields.

Investments may be subject to the following types of risk:

Credit Risk

Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. Investment decisions are generally determined by the City Manager and
is performed in accordance with investment policies adopted by the City Council
complying with applicable Florida Statutes and the City Charter. The Florida SAFE
Stable NAV Fund was rated AAAm by Standard & Poor's at September 30, 2025.

Interest Rate Risk

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. Investments held for longer periods are subject to increased risk
of adverse interest rate changes. The Florida SAFE Stable NAV Fund had a weighted
average maturity of 53 days as of September 30, 2025. The City did not have any
investments that exceeded the required time to maturity.

Concentration of Credit Risk

Concentration of Credit Risk is the risk of loss attributed to the magnitude of the City’s
investment in a single issuer. No investments in any one issuer exceeded 5% of total
investments as of September 30, 2025.
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NOTE 2

NOTE 3

NOTE 4

NOTE 5

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

CASH AND INVESTMENTS (CONTINUED)

Investments (Continued)
Custodial Credit Risk
For investments, Custodial Credit Risk is the risk that, in the event of the failure of the

counterparty, the City will not be able to recover the value of its investments or collateral
securities in the possession of an outside party.

The City believes that the investment policies have been applied in such a way as to
minimize the risks described above.

Investment Policy

The City follows the guidelines of Florida Statute 218.415, which allows certain types of
investments including intergovernmental investment pools, securities and exchange
commission registered money market funds, interest-bearing time deposits or savings
accounts in qualified public depositories, and direct obligations of the U.S. Treasury.

RECEIVABLES

Accounts receivable as of September 30, 2025, consist of receivables in the General Fund
in the amount of $107,892. These accounts receivable are stated at net realizable value.
The City considers the receivables fully collectible and has not provided an allowance for
uncollectable accounts.

ADVANCE REVENUE COLLECTIONS AND UNEARNED REVENUE

Funds collected in advance for business license receipts that are effective during the
subsequent year are recorded as revenue in the year for which the related licenses are
valid. At September 30, 2025, there was $28,755 in advance revenue collections relating to
licenses that became effective on October 1, 2025. This amount is included in unearned
revenue in the accompanying financial statements. The remaining amount of $133,273 as
unearned revenue pertains to the advanced grant payments received from the Coronavirus
State and Local Fiscal Recovery Funds.

PROPERTY TAXES

Under Florida law, the assessment of all properties and the collection of all county,
municipal, and school board property taxes are consolidated in the offices of the County
Property Appraiser and County Tax Collector.

The tax levy of the City is established by the City Council prior to October 1 of each year
and the Pinellas County Property Appraiser incorporates the City’s millage into the total tax
levy, which includes the tax requirements of the county, municipalities, independent districts,
and the Pinellas County School Board. The millage rate assessed by the City was 5.4373
during the fiscal year ending September 30, 2025.

(25)



NOTE 5

NOTE 6

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

PROPERTY TAXES (CONTINUED)

All property is reassessed according to its fair market value January 1 of each year. Each
assessment roll is submitted to the Executive Director of the State Department of Revenue
for review to determine if the rolls meet all of the appropriate requirements of applicable
Florida Statutes.

All taxes are due and payable on November 1 of each year or as soon thereafter as the
assessment roll is certified and delivered to the Tax Collector. All unpaid taxes become
delinquent on April 1 following the year in which they are assessed. Discounts are allowed
for early payment at the rate of 4% in the month of November, 3% in the month of
December, 2% in the month of January, and 1% in the month of February. The taxes paid in
March are without discount.

Delinquent taxes on real property bear interest at 18% per year. On or prior to June 1
following the tax year, certificates are sold for all delinquent taxes on real property. After
sale, tax certificates bear interest at 18% per year or at any lower rate bid by the buyer.
Application for a tax deed on any unredeemed tax certificates may be made by the
certificate holder after a period of two years. Unsold certificates are held by Pinellas County.

OTHER POSTEMPLOYMENT BENEFITS

Plan Description. The City provides a single-employer, defined benefit postemployment
health care plan, (the Plan), whereby retired employees are able to purchase health care
benefits through the City’s health care provider. The Plan is administered by the health care
provider. The Plan is currently unfunded. There is no separate trust through which benefits
for retirees are funded. No assets are currently accumulated or earmarked for the Plan. All
approved benefits are paid from general assets when due.

To be eligible to participate in the plan employees must have participated in the City’s group
health and/or dental plan while employed.

Benefits Provided. The retired employees (including their eligible dependents) that are
eligible to participate in the Plan may enroll in the plan offered by the City through the Public
Risk Management of Florida. Retiree Plan participants are required to pay 100% of their
respective health care insurance premiums. The City does not contribute toward this
payment. The City’s overall cost of providing health care benefits is increased as a result of
an implicit insurance rate subsidy resulting from retired employees being permitted to pay
lower than age — adjusted premiums through the use of blended premium for both retirees
and active employees.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE6 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Information Used to Determine the Net OPEB Liability

Employer’s Reporting Date September 30, 2025
Measurement Date September 30, 2025
Actuarial Valuation Date October 1, 2024

Actuarial Assumptions

Discount Rate. 4.50% per annum; this rate was used to discount all future benefit
payments and is based on the return on the S&P Municipal Bond 20-year High Grade
Index as of the measurement date.

Salary Increases. 3.00% per annum.

Cost of Living Increases. Retiree contributions, health insurance premiums and the
implied subsidy have been assumed to increase in accordance with the healthcare cost
trend rates.

Healthcare Cost Trend Rates. Increases in healthcare costs are assumed to be 8.00%
for the 2024-2025 fiscal year and graded down by 0.50% per year to 5.00% for the 2030-
2031 and later fiscal years.

Age Related Morbidity. Healthcare costs are assumed to increase at the rate of 3.50%
for each year of age.

Implied Subsidy. Because the insurance carrier charges the same monthly rate for
health insurance regardless of age, an implied monthly subsidy of $775 for the retiree
and $875 for the retiree's spouse has been assumed at age 62 for the 2024-2025 fiscal
year; at other ages, the implied subsidy was developed based on the age-related
morbidity assumption and, for other fiscal years, the implied subsidy was increased in
accordance with the healthcare cost trend rates; the implied subsidy is assumed to
disappear at age 65.

Mortality Basis. Sex-distinct rates set forth in the PUB-2010 Mortality Table (without
income adjustments) for general employees, with full generational improvements in
mortality using Scale MP-2020.

Retirement. Retirement is assumed to occur at age 62 with 10 years of service or at age
65 otherwise.

Other Decrements. Assumed employment termination is based on the Scale 155 table;
assumed disability is based on the Wyatt 1985 Disability Study (Class 1).

Coverage Election. 25% of eligible employees are assumed to elect medical coverage
under the HMO plan until age 65 upon retirement or disability; spousal coverage is
assumed in accordance with the individual's current election; retirees are assumed not to
have any dependent children.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE6 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Information Used to Determine the Net OPEB Liability (Continued)
Actuarial Assumptions(Continued)
COBRA. Future healthcare coverage provided solely pursuant to COBRA was not
included in the OPEB valuation; because the COBRA premium is determined
periodically based on plan experience, the COBRA premium to be paid by the participant
is assumed to fully cover the cost of providing healthcare coverage during the relevant
period.

Changes. Since the prior measurement date, the discount rate was increased from
4.06% per annum to 4.50% per annum; the healthcare cost trend rates were increased
from 6.50% to 8.00% for the 2024/25 fiscal year graded down to 5.00% for the 2027/28
and later fiscal years to the amounts shown above; and the implied monthly subsidy for
the 2024/25 fiscal year at age 62 was decreased from $909.50 for the retiree and
$989.75 for the retiree 's spouse to $775.00 for the retiree and $875.00 for the retiree's
spouse.

Employees Covered by Benefit Terms
As of the October 1, 2024, census, the following employees were covered by benefit terms:

Active Plan Members 17
Retirees and Beneficiaries -
Total 17

Changes in the Total OPEB Liability

The City’s total OPEB liability was determined by an actuarial valuation as of October 1,
2024, which was rolled forward to the measurement date of September 30, 2025, with
results applicable to the fiscal year ended September 30, 2025. The following table shows
the City’s changes in the total OPEB liability for the year ended September 30, 2025.

Balance as of September 30, 2024 $ 68,046
Changes Due to:
Service Cost 13,628
Expected Interest Growth 3,672
Demographic Experience (11,037)
Benefit Payments and Refunds (157)
Assumption Changes (10,512)
Balance as of September 30, 2025 $ 63,640
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NOTE 6

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Deferred Inflow and Outflow of Resources

For the year ended September 30, 2025, the City recognized OPEB expense of $9,064. In
addition, the City reported deferred outflows and inflows of resources from the following

sources.

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences Between Expected and Actual Experience $ - $ (81,317)
Changes of Assumptions 41,818 (49,672)

$ 41,818 $ (130,989)

Amounts reported as deferred outflows and inflows will be amortized and recognized as
follows:

Year Ending September 30, Amount
2026 $ (8,079)
2027 (8,079)
2028 (8,079)
2029 (8,079)
2030 (8,079)
Thereafter (48,776)

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability calculated using the current discount rate of
4.50%, along with what the total OPEB liability would be if the discount rate used was 1-
percentage-point lower (3.50%) and 1-percentage-point higher (5.50%).

Discount Rate Discount Rate Discount Rate
Minus 1% 4.50% Plus 1%
Total OPEB Liability $ 70,790 $ 63,640 $ 57,369

Sensitivity of the Total OPEB Liability Using Alternative Healthcare Cost Trends

The following presents the total OPEB liability calculated using the current healthcare cost
trend rate of 8.00% graded down to 5.00%, along with what the total OPEB liability would be
if the healthcare cost trend rate used was 1-percentage-point lower and 1-percentage-point
higher.

Trend Rate 8% Graded Trend Rate
Minus 1% Down to 5% Plus 1%
Total OPEB Liability $ 54,834 $ 63,640 $ 74,246
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

NOTE7 CAPITAL ASSETS

Capital assets for the year ended September 30, 2025, consisted of the following:

Beginning Additions/ Disposals/ Ending
Balance Transfers In Transfers Out Balance
Nondepreciable Assets:
Land $ 250,000 $ - $ -3 250,000
Construction in Progress - 10,524 - 10,524
Total Nondepreciable Assets 250,000 10,524 - 260,524
Depreciable Assets:
Buildings 1,770,553 - - 1,770,553
Improvements 517,977 80,336 - 598,313
Infrastructure 5,738,070 1,446,593 358,206 6,826,457
General Government Equipment 537,384 3,325 183,541 357,168
Police Department Equipment 1,355,320 162,077 - 1,517,397
Public Works Equipment 362,380 90,847 553 452,674
Total Depreciable Assets 10,281,684 1,783,178 542,300 11,522,562
Less Accumulated Depreciation:
Buildings 944,645 43,711 - 988,356
Improvements 113,077 21,225 - 134,302
Infrastructure 1,430,301 148,310 65,617 1,512,994
General Government Equipment 409,692 27,022 153,862 282,852
Police Department Equipment 989,089 118,051 - 1,107,140
Public Works Equipment 319,320 17,636 350 336,606
Total Accumulated Depreciation 4,206,124 375,955 219,829 4,362,250
Total Depreciable Assets, Net 6,075,560 1,407,223 322,471 7,160,312
Total Capital Assets, Net $ 6325560 _$ 1417747 _$ 322,471 $ 7.420.836
Depreciation was charged to governmental activities as follows:
General Government $ 240,268
Public Safety 118,051
Highways and Streets 17,636
Total $ 375,955
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NOTE 8

NOTE 9

TOWN OF KENNETH CITY, FLORIDA
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2025

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft of, damage to, and
distribution of assets, errors and omissions, injuries to employees, and natural disasters. In
an effort to reduce the rising costs of commercial insurance, the City purchases its insurance
coverage from Public Risk Management of Florida (PRMF).

The PRMF is a public entity risk pool currently operating as a common risk management
and insurance program for local municipalities. The City pays an annual premium to the
PRMF for property, liability, workers' compensation and all other risks of loss including
building and contents, employee and police bonds, mobile property, flood and employee
accident insurance. The PRMF, through its various Trusts, establishes premium rates based
on members' experience and provides insurance coverage for 32 Florida municipalities.
Each Trust carries its own reinsurance coverage which operates through an internal process
of recovery for large claims on behalf of each individual Trust. Settled claims resulting from
these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.

The City continues to carry commercial insurance for employee health and accident
insurance. Effective November 1, 1999, the City established a Cafeteria Plan, within the
meaning of Section 125 of the Internal Revenue Code of 1954, to provide employees of the
City with a choice of receiving certain tax-free welfare benefits.

In the opinion of the City’s management and legal counsel, legal claims and litigation are not
anticipated to have a material impact on the financial position of the City.

COMPENSATED ABSENCES

Accrued compensated absences are as follows:

Balance Balance
October 1, Net September 30, Due within
2024 Change 2025 One Year

Accrued Compensated Absences $ 145,309 $ 32,217 $ 177,526 $ 69,646
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS

Defined Contribution Plan — Nonunion

The City provides pension benefits for all full-time, nonunion employees through a defined
contribution noncontributory single employer plan administered by Transamerica Insurance
Company. In a defined contribution plan, benefits depend solely on amounts contributed to
the plan plus investment earnings. Employees are eligible to participate if they have attained
age 20.5 and six months of service as of the beginning of the plan year, April 25.

The City contributes an amount equal to 12% of the employee's base salary each month.
The City’s contributions for each employee (and interest allocated to the employee's
account) begin vesting with 20% at two years and increase 20% for each year thereafter
and are fully vested after six years of continuous service.

City contributions for, and interests forfeited by, employees who leave employment before
three years of service are used to reduce the City’s current-period contribution requirement.

For the year ended September 30, 2025, contributions required and paid were $23,792.

Defined Contribution Plan — Other

The City also provides pension benefits for its full-time salaried, management employees
through a money purchase plan administered by ICMA Retirement Corporation. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan plus investment
earnings. Employees are eligible to participate upon employment and are fully vested.

The City contributes an amount equal to 12% to 18% of the employee's base salary each
month. The City’s contributions for each employee (and interest allocated to the employee's
account) begin vesting immediately.

For the year ended September 30, 2025, contributions required and paid were $16,183.

Florida Retirement System
Defined Benefit Plans

The City participates in two defined benefit pension plans that are administered by the
State of Florida, Department of Management Services, Division of Retirement. The plans
provide retirement, disability, or death benefits to retirees or their designated
beneficiaries. Chapter 121, Florida Statutes, establishes the authority for benefit
provisions. Changes to the law can only occur through an act of the Florida Legislature.
The state of Florida issues a publicly available financial report that includes financial
statements and required supplementary information for the plans. That report is
available from the Florida Department of Management Services’ website
(www.dms.myflorida.com).
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Defined Benefit Plans (Continued)

The Florida Retirement System (FRS) Pension Plan is a cost-sharing, multiple-employer
defined benefit pension plan with a Deferred Retirement Option Program (DROP)
available for eligible employees. The FRS was established and is administered in
accordance with Chapter 121, Florida Statutes. Retirees receive a lifetime pension
benefit with joint and survivor payment options. FRS membership is compulsory for
employees filling regularly established positions in a state agency, county agency, state
university, state college, or district school board, unless restricted from FRS membership
under Sections 121.053 or 121.122, Florida Statutes, or allowed to participate in a
defined contribution plan in lieu of FRS membership. Participation by cities,
municipalities, special districts, charter schools and metropolitan planning organizations
is optional.

The Retiree Health Insurance Subsidy (HIS) Program is a cost-sharing, multiple-
employer defined benefit pension plan established and administered in accordance with
Section 112.363, Florida Statutes. The benefit is a monthly payment to assist retirees of
the state-administered retirement systems in paying their health insurance costs. To be
eligible to receive a HIS benefit, a retiree under a state administered retirement system
must provide proof of eligible health insurance coverage, which can include Medicare.

Benefits Provided

Benefits under the FRS Pension Plan are computed on the basis of age and/or years of
service, average final compensation, and service credit. Credit for each year of service is
expressed as a percentage of the average final compensation. For members initially
enrolled before July 1, 2011, the average final compensation is the average of the five
highest fiscal years’ earnings; for members initially enrolled on or after July 1, 2011, the
average final compensation is the average of the eight highest fiscal years’ earnings.
The total percentage value of the benefit received is determined by calculating the total
value of all service, which is based on the retirement plan and/or class to which the
member belonged when the service credit was earned.

Eligible retirees and beneficiaries received a monthly HIS payment of $7.50 for each
year of creditable service completed at the time of retirement, with a minimum HIS
payment of $45 and a maximum HIS payment of $225 per month, pursuant to Section
112.363, Florida Statutes. To be eligible to receive a HIS Plan benefit, a retiree under a
state-administered retirement system must provide proof of health insurance coverage,
which may include Medicare.
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)

Contributions

The contribution requirements of plan members and the employer are established and
may be amended by the Florida Legislature. Employees are required to contribute
3.00% of their salary to the FRS. The employer’s contribution rates attributable to the
City, effective July 1, 2024, were applied to employee salaries as follows:

FRS HIS
Regular Class 11.57% 2.00%
Special Risk Class 30.73% 2.00%
Senior Management Service Class 32.46% 2.00%
Elected Officials 56.62% 2.00%
DROP from FRS 19.13% 2.00%

The employer’s contributions for the year ended September 30, 2025, were $323,332 to
the FRS and $21,350 to the HIS.

Pension Liabilities and Pension Expense

In its financial statements for the year ended September 30, 2025, the City reported a
liability for its proportionate share of the net pension liability of the FRS Pension Plan
and its proportionate share of the net pension liability of the HIS Program. The net
pension liabilities were measured as of June 30, 2025, and the total pension liability
used to calculate the net pension liability was determined by actuarial valuations as of
July 1, 2025 for FRS Pension Plan and July 1, 2025 for HIS Program. The City’s
proportions of the net pension liabilities were based on its share of contributions to the
pension plans relative to the contributions of all participating entities, actuarially
determined.

FRS HIS

Net Pension Liability
$ 1,620,787 $ 301,266
Proportion at:

Current Measurement Date 0.005222428% 0.002350436%
Prior Measurement Date 0.004924826% 0.002255266%
Pension Expense (Benefit) $ 218,083 $ 15,512
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Deferred Outflows/Inflows of Resources Related to Pensions

At September 30, 2025, the City reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

FRS HIS
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources

Difference Between Expected and

Actual Experience $ 173,117  §$ - % 1,798 $ 478
Changes in Assumptions 188,218 - 2,667 72,868
Net Difference Between Projected and

Actual Earnings on Pension Plan

Investments - 270,607 - 251
Changes in Proportion and Differences
Between Employer Contributions and
Proportionate Share of Contributions 212,177 13,234 30,653 158
Employer Contributions Subsequent to
Measurement Date 89,410 - 5,585 -
Total $ 662922 _$ 283841 _$ 40,703 _$73,755

Deferred outflows of resources related to employer contributions paid subsequent to the
measurement date and prior to the employer’s fiscal year end will be recognized as a
reduction of the net pension liability in the reporting period ending September 30, 2026.
Other pension-related amounts reported as deferred outflows of resources and deferred
inflows of resources will be recognized in pension expense as follows:

Year Ending September 30, FRS HIS
2026 $ 313,949 $ (5,526)
2027 17,429 (10,360)
2028 (11,302) (9,340)
2029 (30,405) (7,972)
2030 - (5,439)
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Actuarial Assumptions
The total pension liability for each of the defined benefit plans, measured as of June 30,
2025. The total pension liability for both the FRS Pension Plan and the HIS Program was

determined by actuarial valuations dated July 1, 2025. The individual entry age actuarial
cost method was used for each plan, along with the following significant actuarial

assumptions:

FRS HIS
Inflation 2.40% 2.40%
Salary Increases 3.50% 3.50%
Investment Rate of Return 6.70% N/A
Municipal Bond Rate N/A 5.20%

Mortality assumptions for both plans were based on PUB-2010 base tables projected
generationally with Scale MP-2021.

For both plans, the actuarial assumptions were based on the results of an actuarial
experience study for the period July 1, 2018, through June 30, 2023.

The long-term expected investment rate of return was not based on historical returns,
but instead was based on a forward-looking capital market economic model. The
allocation policy’s description of each asset class was used to map the target allocation
to the asset classes shown below. Each asset class assumption is based on a
consistent set of underlying assumptions and includes an adjustment for the inflation
assumption.

The target allocation, as outlined in the FRS Plan’s investment policy, and best
estimates of arithmetic and geometric real rates of return for each major asset class are
summarized in the following table:

Compound
Annual Annual

Target Arithmetic (Geometric) Standard

Asset Class Allocation Return Return Deviation
Cash 1.0% 3.2% 3.2% 1.1%
Fixed Income 29.0% 5.5% 5.4% 4.0%
Global Equity 45.0% 8.5% 6.9% 18.3%
Real Estate 12.0% 8.4% 7.1% 16.8%
Private Equity 11.0% 12.4% 8.8% 28.4%
Strategic Investments 2.0% 6.5% 6.1% 8.7%

Total 100.0%

Assumed Inflation - Mean 2.4% 1.5%
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NOTE 10 EMPLOYEE RETIREMENT SYSTEMS (CONTINUED)

Florida Retirement System (Continued)
Discount Rate

The discount rate used to measure the total pension liability for the FRS Pension Plan
was 6.70%, which remained the same as the rate as of June 30, 2024. The FRS
fiduciary net position was projected to be available to make all projected future benefit
payments of current active and inactive employees. Therefore, the discount rate for
calculating the total pension liability is equal to the long-term expected rate of return.

Because the HIS Program is essentially funded on a pay-as-you-go basis and the
depletion date is considered to be immediate, a municipal bond rate of 5.20%, which
was a 1.27% increase from the 3.93% rate as of June 30, 2024, was used to determine
the total pension liability for the program. The Bond Buyer General Obligation 20-Bond
Municipal Bond Index was used as the applicable municipal bond index.

Sensitivity Analysis

The following tables demonstrate the sensitivity of the net pension liability to changes in
the discount rate. The sensitivity analysis shows the impact to the employer’s
proportionate share of the net pension liability if the discount rate was 1.00% higher or
1.00% lower than the current discount rate.

FRS HIS
Current Current
One Percent Discount One Percent  One Percent Discount One Percent
Decrease Rate Increase Decrease Rate Increase
5.70% 6.70% 7.70% 4.20% 5.20% 6.20%

City's Proportional
Share of the Net

Pension Liability $ 3,180,770 $ 1,620,787 $ 312920 $ 339,726 $ 301,266 $ 269,010

Pension Plans’ Fiduciary Net Position

Detailed information about the pension plans’ fiduciary net position is available in the State’s
separately issued financial reports.

Summary

The aggregate amount of net pension liability, deferred inflows of resources, deferred
outflows of resources, and pension expense for the City’s defined benefit pension plans are
summarized below. These liabilities are typically liquidated by the individual funds in which
the employee’s costs are associated.

FRS Plan HIS Plan Total
Net Pension Liability $ 1,620,787 $ 301,266 $ 1,922,053
Deferred Outflows of Resources 662,922 40,703 703,625
Deferred Inflows of Resources 283,841 73,755 357,596
Pension Expense 218,083 15,512 233,595
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NOTE 12
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INTERFUND RECEIVABLES AND PAYABLES

Amounts due to and from other funds arise from timing differences as a result of

transactions and cash transfers for operating purposes. Interfund balances at
September 30, 2025, were as follows:

Due From Due To
Other Funds Other Funds
General Fund $ 68,141 $ 120,598
ARPA Fund 153,723 3,075
Capital Projects Fund - 99,021
Stormwater Services Fund 22,533 66,700
Fire Services Fund 56,247 11,250
Total $ 300,644 $ 300,644

ADJUSTMENTS AND RESTATEMENTS OF BEGINNING BALANCES

Changes to or Within the Financial Reporting Entity

The Stormwater Services Fund met the requirement for reporting as a major fund in the
current fiscal year whereas it did not meet those requirements in the previous fiscal year.
The effect of these changes are shown in column A of the table below.

Change in Accounting Principle

Effective October 1, 2024, the City implemented GASB Statement No. 101, Compensated
Absences. This statement updated the recognition and measurement guidance for
compensated absences and associated salary-related payments and amended certain
previously required disclosures. As a result of the implementation of this standard, the
compensated absences liability as of October 1, 2024 was restated. The effect of the
implementation of this standard is shown in Column B of the table below.

Change to or

September 30, Within the Change in September 30,
2024 Financial Accounting 2024
As Previously Reporting Entity Principle As Adjusted or
Reported (A) (B) Restated
Government-Wide:
Governmental Activities $ 10,226,571 $ - $ (17.945) _$ 10,208,626
Governmental Funds:
Major Funds:
General Fund $ 1,544,081 $ - 8 -3 1,544,081
ARPA Fund - - - -
Capital Projects Fund 3,973,986 - - 3,973,986
Stormwater Services Fund - 214,649 - 214,649
Nonmajor Funds 341,169 (214,649) - 126,520
Total Governmental Funds $ 5,859,236 _$ - 3 - 3 5,859,236
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET TO ACTUAL - GENERAL FUND
YEAR ENDED SEPTEMBER 30, 2025

REVENUES

Property Taxes

Sales Taxes

Communications Service Tax

Franchise Fees

Public Service Tax

Local Option Tax

Licenses and Permits

Intergovernmental Revenues

Fines and Forfeitures

Investment Income

Miscellaneous Revenues
Total Revenues

EXPENDITURES
Current:
General Government
Public Safety
Highways and Streets
Culture and Recreation
Capital Outlay
Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES
Insurance Recoveries
Sale of Capital Assets
Total Other Financing Sources
NET CHANGE IN FUND BALANCE

Fund Balance - Beginning of Year

FUND BALANCE - END OF YEAR

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

1,650,769 $ 1,650,769 $ 1,595,061 $ (55,708)

400,000 400,000 401,681 1,681
75,000 75,000 59,105 (15,895)

285,000 285,000 383,201 98,201

485,000 485,000 592,206 107,206
70,000 70,000 65,553 (4,447)

80,500 80,500 117,705 37,205
277,500 597,500 584,869 (12,631)
6,000 6,000 3,838 (2,162)
200,000 200,000 172,342 (27,658)

37,200 37,200 53,968 16,768

3,566,969 3,886,969 4,029,529 142,560
875,675 875,675 1,247,711 (372,036)

1,944,700 2,264,700 2,013,271 251,429

330,100 330,100 257,360 72,740

30,750 30,750 25,953 4,797
8,000 8,000 54,225 (46,225)
3,189,225 3,509,225 3,598,520 (89,295)

377,744 377,744 431,009 53,265

- - 1,914 1,914

- - 3,780 3,780

- - 5,694 5,694

377,744 377,744 436,703 58,959

1,544,081 1,544,081 1,544,081 -

$ 1921825 $ 1921825 $ 1980784 $ 58,959

See accompanying Notes to Budgetary Comparison Schedules.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - ARPA FUND

YEAR ENDED SEPTEMBER 30, 2025

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
REVENUES
Intergovernmental $ 1,210,000 1,120,900 $ 997,368 $ (123,532)
Investment Income - - 649 649
Total Revenues 1,210,000 1,120,900 998,017 (122,883)
EXPENDITURES
Current:
General Government 997,500 908,400 120,736 787,664
Public Safety - - 16,325 (16,325)
Highways and Streets - - - -
Capital Outlay 212,500 212,500 860,956 (648,456)
Total Expenditures 1,210,000 1,120,900 998,017 122,883
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES - - - -
Fund Balance - Beginning of Year - - - -
FUND BALANCE - END OF YEAR $ - - $ - $ -

See accompanying Notes to Budgetary Comparison Schedules.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL — STORMWATER FUND
YEAR ENDED SEPTEMBER 30, 2025

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
REVENUES
Special Assessments $ 230,000 $ 230,000 $ 239,629 $ 9,629
Investment Income - - 441 441
Total Revenues 230,000 230,000 240,070 10,070
EXPENDITURES
Current:
General Government 91,200 65,200 33,118 32,082
Highways and Streets 66,000 66,000 98,019 (32,019)
Capital Outlay - 90,800 83,454 7,346
Total Expenditures 157,200 222,000 214,591 7,409
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 72,800 8,000 25,479 17,479
Fund Balance - Beginning of Year 214,649 214,649 214,649 -
FUND BALANCE - END OF YEAR $ 287,449 $ 222,649 $ 240,128 $ 17,479

See accompanying Notes to Budgetary Comparison Schedules.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO BUDGETARY COMPARISON SCHEDULES
YEAR ENDED SEPTEMBER 30, 2025

Budgetary Information: Stewardship, Compliance, and Accountability

Fiscal Year
The fiscal year of the City shall begin on the first day of October and end on the last day of September.

Submission of Budget and Budget Message

On or before the first day of August each year, the City Manager shall submit to the City Council a
budget for the ensuing fiscal year and an accompanying message.

Budget Message

The City Manager's message shall explain the budget both in fiscal terms and in terms of the work
programs. It shall outline the proposed financial policies of the City for the ensuing fiscal year, describe
the important features of the budget, indicate any major changes from the current year in financial
policies, expenditures, and revenues together with the reasons for such changes, summarize the City’s
debt position and include such other material as the City Manager deems desirable.

Budget

The budget shall provide a complete financial plan of all City funds and activities for the ensuing fiscal
year and except as required by law or Charter, shall be in such form as the City Manager deems
desirable or the City Council may require. In organizing the budget, the City Manager shall utilize the
most feasible combination of expenditure classification by fund, organization unit, program, purpose or
activity, and object. It shall begin with a clear general summary of its contents; shall show in detail all
estimated income, indicating the proposed property tax levy, and all proposed expenditures, including
debt service, for the ensuing fiscal year; and shall be so arranged as to show comparative figures for
actual and estimated income and expenditures of the current fiscal year and actual income and
expenditures of the preceding fiscal year. It shall indicate in separate section:

1. Proposed expenditures for current operations during the ensuing fiscal year, detailed by offices,
departments, and agencies in terms of their respective work programs, and the method of
financing such expenditures;

2. Proposed capital expenditures during the ensuing fiscal year, detailed by offices, departments,
and agencies, when practicable, and proposed method of financing each such capital
expenditure;

3. Anticipated net surplus or deficit for the ensuing fiscal year of each utility owned or operated by
the City and the proposed methods of its disposition; subsidiary budgets for each such utility
giving detailed income and expenditure information shall be attached as appendices to the
budget.

The total of proposed expenditures shall not exceed the total of estimated income.
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TOWN OF KENNETH CITY, FLORIDA
NOTES TO BUDGETARY COMPARISON SCHEDULES
YEAR ENDED SEPTEMBER 30, 2025

Budget Adoption

The City Council shall, by ordinance or resolution, each year adopt the budget on or before the thirtieth
day of September. The ordinance or resolution adopting the annual budget shall constitute estimated
revenues from various sources and appropriations specified therein for expenditures from the funds
indicated. If, during the fiscal year, revenues in excess of those estimated in the budget are available
for appropriation, the City Council by ordinance or resolution may make supplemental appropriations for
the year up to the amount of excess.
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City's Proportion of the Net Pension Liability
City's Proportionate Share of the Net Pension Liability
City's Covered Payroll

City's Proportionate Share of the Net Pension Liability
as a Percentage of Its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the
Total Pension Liability

* The amount presented for each fiscal year were determined as of June 30

TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF THE CITY’S PROPORTIONATE SHARE OF NET PENSION LIABILITY

FLORIDA RETIREMENT SYSTEM PENSION PLAN

LAST TEN MEASUREMENT PERIODS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
0.00522243% 0.00492483% 0.00432486% 0.00418810% 0.00417089% 0.00451567% 0.00439673% 0.00443462% 0.00412110% 0.00395769%
$ 1,620,787 $ 1905154 $ 1723318 $ 1,558,317 $ 315,063 $ 1,957,156 $ 1,514,174 $ 1,335,731 $ 1225209 § 999,319
$ 1,050,123 § 954,035 § 876,585 § 776,785  § 741,035 $ 685,137  § 644,556  $ 622,095 § 563,198 § 559,020
154.34% 199.69% 196.59% 200.61% 42.52% 285.66% 234.92% 214.71% 217.54% 178.76%
87.26% 83.70% 82.38% 82.89% 96.40% 78.85% 82.61% 84.26% 83.89% 84.88%
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF THE CITY’S CONTRIBUTIONS
FLORIDA RETIREMENT SYSTEM PENSION PLAN
LAST TEN FISCAL YEARS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Contractually Required Contribution $ 323332 $ 287090 $ 221558 $ 191430 $ 158,893 $§ 150,036 $ 136,330 $ 1332056 $ 106,031 $ 104,219
Contributions in Relation to the Contractually
Required Contribution 323,332 287,090 221,558 191,430 158,893 150,036 136,330 133,205 106,031 104,219
Contribution Deficiency (Excess) $ - 3 -3 - 3 - 3 -3 - 3 - 8 - 3 - % -
City's Covered Payroll $ 1,067,272 $ 972,531 $ 903371 $ 8212890 § 741,035 $ 685137 $ 644556 $ 622,095 $ 563,198 § 559,020
Contributions as a Percentage of Covered Payroll 30.30% 29.52% 24.53% 23.31% 21.44% 21.90% 21.15% 21.41% 18.83% 18.64%

* The amount presented for each fiscal year were determined as of September 30
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City's Proportion of the Net Pension Liability
City's Proportionate Share of the Net Pension Liability
City's Covered Payroll

City's Proportionate Share of the Net Pension Liability
as a Percentage of Its Covered Payroll

Plan Fiduciary Net Position as a Percentage of the
Total Pension Liability

* The amount presented for each fiscal year were determined as of June 30

TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF THE CITY’S PROPORTIONATE SHARE OF NET LIABILITY
HEALTH INSURANCE SUBSIDY PENSION PLAN
LAST TEN MEASUREMENT PERIODS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
0.00235044% 0.00225527% 0.00221262% 0.00211430% 0.00205158% 0.00188998% 0.00186460% 0.00191942% 0.00174039% 0.00165096%
$ 301,266 $ 338,312  § 351,394  § 223,938 § 251,657 $ 230,763 $ 208,630 $ 203,153 § 186,091 $ 192,413
$ 1,050,123 $ 954,035 § 876,585 § 776,785  $ 741,035 $ 685,137  $ 644,556 $ 622,095 $ 563,198 § 559,020
28.69% 35.46% 40.09% 28.83% 33.96% 33.68% 32.37% 32.66% 33.04% 34.42%
6.35% 4.80% 4.12% 4.81% 3.56% 3.00% 2.63% 2.15% 1.64% 0.97%
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF THE CITY’S CONTRIBUTIONS
HEALTH INSURANCE SUBSIDY PENSION PLAN (HIS)
LAST TEN FISCAL YEARS

2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
Contractually Required Contribution $ 21,350 $ 19,387  $ 15,668 $ 13532  $ 12,059 $ 10,891 $ 10,354  $ 10,171 § 8,350 § 9,045
Contributions in Relation to the Contractually
Required Contribution 21,350 19,387 15,668 13,532 12,059 10,891 10,354 10,171 8,350 9,045
Contribution Deficiency (Excess) $ - 3 -3 - 3 - 3 -3 - 3 - 8 - 3 - % -
City's Covered Payroll $ 1,067,272 $ 972,531 $ 903371 $ 8212890 § 741,035 $ 685137 $ 644556 $ 622,095 $ 563,198 § 559,020
Contributions as a Percentage of Covered Payroll 3.00% 1.99% 1.73% 1.65% 1.63% 1.59% 1.61% 1.63% 1.48% 1.62%

* The amount presented for each fiscal year were determined as of September 30
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF CHANGES IN THE CITY’S TOTAL OPEB
LIABILITY AND RELATED RATIOS - RETIREE HEALTH CARE PLAN
LAST SEVEN MEASUREMENT PERIODS

2025 2024 2023 2022 2021 2020 2019
Balance at Beginning of Fiscal Year $ 68,046 $ 43,500 $ 46,962 $ 136975 $ 105912 $ 62,337 $ 51,884
Changes Due to:
Service Cost 13,628 18,057 4,644 6,217 29,189 24,089 8,027
Interest 3,672 2,496 2,533 6,829 3,282 1,849 2,143
Demographic Experience (11,037) (9,909) (2,208) (56,973) (5,929) (24,843) -
Benefit Payments and Refunds (157) (144) (36) (35) (90) (48) (106)
Changes in Assumptions (10,512) 14,046 (8,395) (46,051) 4,611 42,528 389
Balance at End of Fiscal Year $ 63,640 $ 68,046 $ 43,500 $ 46,962 $ 136,975 $ 105912 § 62,337
Covered Employee Payroll $ 1,028,351 $ 1,073,443 $ 512528 $ 556,529 $ 1,009,157 $ 821,184 $ 740,380
Total OPEB Liability as a Percentage
of Covered Payroll 6.19% 6.34% 8.49% 8.44% 13.57% 12.90% 8.42%
Changes in assumptions and other
inputs reflect the impact of changes in
the discount rate each period. There
were no changes to the benefit terms
during the fiscal year. The discount
rates used in each period are: 4.50% 4.06% 4.91% 4.77% 2.43% 2.14% 3.58%

'GASB requires information for 10 years but until a full 10-year trend is compiled, the City is presenting information for the years available.
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TOWN OF KENNETH CITY, FLORIDA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SEPTEMBER 30, 2025

Fire
Services
Fund
ASSETS (Nonmaijor)
Cash and Cash Equivalents $ 225,585
Due from Other Funds 56,247
Prepaid Items 110
Total Assets $ 281,942
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payable $ 252
Due to Other Funds 11,250
Total Liabilities 11,502
FUND BALANCES
Nonspendable 110
Restricted:
Fire Services 270,330
Total Fund Balances 270,440

Total Liabilities and Fund Balances $ 281,942
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TOWN OF KENNETH CITY, FLORIDA
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED SEPTEMBER 30, 2025

Fire Total
Services Stormwater Nonmajor
Fund Services Governmental
(Nonmajor) Fund Funds
REVENUES
Special Assessments $ 422,164 $ - $ 422,164
Investment Income 482 - 482
Total Revenues 422,646 - 422,646
EXPENDITURES
Current:
Public Safety 278,726 - 278,726
Total Expenditures 278,726 - 278,726
EXCESS OF REVENUES OVER EXPENDITURES 143,920 - 143,920
Fund Balance - Beginning, As Previously Reported 126,520 214,649 341,169
Adjustments - Change within Financial
Reporting Entity - (214,649) (214,649)
Fund Balance - Beginning, As Adjusted 126,520 - 126,520
FUND BALANCES - END OF YEAR $ 270,440 $ - $ 270,440
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - FIRE SERVICES FUND
YEAR ENDED SEPTEMBER 30, 2025

REVENUES
Special Assessments
Investment Income
Total Revenues

EXPENDITURES
Current:
Public Safety
Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

Fund Balance - Beginning of Year

FUND BALANCE - END OF YEAR

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)

$ 395,000 $ 395,000 $ 422,164 $ 27,164
- - 482 482

395,000 395,000 422,646 27,646
279,000 279,000 278,726 274
279,000 279,000 278,726 274
116,000 116,000 143,920 27,920

126,520 126,520 126,520 -

$ 242 520 $ 242 520 $ 270,440 3 27,920
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TOWN OF KENNETH CITY, FLORIDA

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

BUDGET TO ACTUAL - CAPITAL PROJECTS FUND
YEAR ENDED SEPTEMBER 30, 2025

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
REVENUES
Local Option Tax $ 575,000 $ 575,000 $ 690,952 $ 115,952
EXPENDITURES
Current:
General Government - - 88 (88)
Public Safety - - 2,058 (2,058)
Highways and Streets - - 787 (787)
Culture and Recreation - - 28 (28)
Capital Outlay 1,631,000 1,631,000 795,067 835,933
Total Expenditures 1,631,000 1,631,000 798,028 832,972
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (1,056,000) (1,056,000) (107,076) 948,924
Fund Balance - Beginning of Year 3,973,986 3,973,986 3,973,986 -
FUND BALANCE - END OF YEAR $ 2,917,986 $ 2917,986 $ 3,866,910 $ 948,924
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2025

Pass-Through

Assistance Entity
Listing Identifying
Agency/Program Number Number Expenditures
FEDERAL AWARDS
U.S. Department of the Treasury
Passed through Florida Division of Emergency Management
COVID-19 - State and Local Fiscal Recovery
Funds (ARPA/SLFRF) 21.027 Y5148 $ 998,017
U.S. Department of Homeland Security / FEMA
Passed through Florida Division of Emergency Management
Disaster Grants - Public Assistance
(Presidentially Declared Disasters) 97.036 74852 318,422

Total Expenditures of Federal Awards $ 1.316.439

See Accompanying Notes to Schedule of Expenditures of Federal Awards.
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NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

TOWN OF KENNETH CITY, FLORIDA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2025

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes
the federal awards activity of Town of Kenneth City (City) under programs of the federal
government for the year ended September 30, 2025. The information in this Schedule is
presented in accordance with the requirements of 2 CFR Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of the
City, it is not intended to and does not present the financial position, changes in net position,
or cash flows of the City.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the modified accrual basis of
accounting for awards and financial assistance recorded in governmental funds which is
described in Note 1 to the City’s basic financial statements. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance for all awards.
Under these principles, certain types of expenditures are not allowable or are limited as to
reimbursement.

INDIRECT COST RATE

The City has not elected to use the 10% de minimis indirect cost rate as allowed under the
Uniform Guidance.

NONCASH FEDERAL ASSISTANCE

The City received noncash federal assistance during the fiscal year ended September 30,
2025. Noncash assistance is reported in the accompanying Schedule of Expenditures of
Federal Awards at the fair value (or federally determined value) of the assistance received
and expended during the year.

Noncash federal assistance consisted of $6,288 of funds received under 97.036 Disaster
Grants - Public Assistance (Presidentially Declared Disasters).

DISASTER GRANTS — PUBLIC ASSISTANCE (PRESIDENTIALLY DECLARED
DISASTERS) (97.036)

After a presidentially declared disaster, FEMA provides Disaster Grants — Public
Assistance (Presidentially Declared Disasters) (Assistance Listing 97.036) to reimburse
eligible costs associated with debris removal, emergency protective measures and the
repair, restoration, reconstruction or replacement of public facilities or infrastructure
damaged or destroyed. Reimbursements are provided in the form of cost-shared grants.
Hurricane Milton made landfall in Kenneth City on October 9, 2024. The City reported
$318,422 on the Schedule for grant Z4852 which was incurred throughout fiscal year 2025.
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»

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
Town of Kenneth City, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the Town of Kenneth City,
Florida (City) as of and for the year ended September 30, 2025, and the related notes to the financial
statements, which collectively comprise the City's basic financial statements and have issued our report
thereon dated August 28, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of City’s internal
control. Accordingly, we do not express an opinion on the effectiveness of City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified.

We identified a certain deficiency in internal control, described in the accompanying schedule of
findings and questioned costs as item 2025-001 that we consider to be a material weakness.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the financial statements. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Town of Kenneth City’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City’s
response to the findings identified in our audit and described in the accompanying schedule of findings
and responses. The City’s responses were not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the responses.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
August 28, 2026
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited the Town of Kenneth City, Florida’s (City) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct
and material effect on each of the City’s major federal programs for the year ended September 30,
2025. The City’s major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

In our opinion, the City complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year
ended September 30, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of the City and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of the City’s compliance with
the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to the
City’s federal programs.

CLAglobal.com/disclaimer
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the City’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about the City’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the City’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the City’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of the City’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.
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Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

WM@% L7

CliftonLarsonAllen LLP

Tampa, Florida
August 28, 2026

(62)



TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COST
YEAR ENDED SEPTEMBER 30, 2025

Section I - Summary of Auditors’ Results

Financial Statements
1. Type of auditors’ report issued:
2. Internal control over financial reporting:
o Material weakness(es) identified?
e Significant deficiency(ies) identified?

3. Noncompliance material to financial
statements noted?

Federal Awards
1. Internal control over federal programs:
o Material weakness(es) identified?
o Significant deficiency(ies) identified?

2. Type of auditors’ report issued on
compliance for federal projects:

3. Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR 200.516(a)?
Identification of Major Federal Program
Assistance Listing Number(s)
21.027
Dollar threshold used to distinguish between

Type A and Type B programs:

Auditee qualified as low-risk auditee?

(63)

Unmodified
X yes
yes
yes
yes
yes

Unmodified
yes

no

none reported

no

no

none reported

no

Name of Federal Program or Cluster

Coronavirus State and Local Fiscal Recovery

Funds (ARPA/SLFRF)

$1,000,000

yes

no



TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COST (CONTINUED)
YEAR ENDED SEPTEMBER 30, 2025

Section Il - Financial Statement Findings

2025-001 — Material Audit Adjustment

Type of Finding: Material Weakness in Internal Control over Financial Reporting

Condition: A material error was detected in the Town of Kenneth City's account balances during our
audit. As a result, a material adjustment was proposed to correct the account balances.

Criteria or Specific Requirement: Management is responsible for establishing and maintaining
internal control over financial reporting to ensure transactions and account balances are reported in
accordance with generally accepted accounting principles (GAAP), including the modified accrual basis
of accounting applicable to governmental funds.

Effect: Revenue received outside the applicable period of availability was recognized as current-year
revenue, resulting in an $82,531 overstatement of revenue and a corresponding understatement of
unavailable revenue in the Capital Projects Fund.

Cause: Year end closing procedures did not identify that the amount was received outside the period of
availability.

Repeat Finding: No

Recommendation: The year-end closing process should include procedures to review receipts
collected after fiscal year-end and evaluate whether they meet the availability criteria for revenue
recognition under the modified accrual basis of accounting. Amounts not received within the required
availability period should be recorded as deferred inflows of resources.

Views of Responsible Officials and Planned Corrective Actions: There is no disagreement with the
finding.
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND QUESTIONED COST (CONTINUED)
YEAR ENDED SEPTEMBER 30, 2025

Section lll - Findings and Questioned Costs — Major Federal Projects

Our audit did not disclose any matters required to be reported in accordance with 2 CFR 200.516(a).
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MANAGEMENT LETTER

Honorable Mayor and City Council
Town of Kenneth City, Florida

Report on the Financial Statements

We have audited the financial statements of the Town of Kenneth City (the City), Florida as of and for
the fiscal year ended September 30, 2025, and have issued our report thereon dated August 28, 2026.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; Independent Auditor's Report on Compliance
for Each Major Federal Program and Report on Internal Control over Compliance; Schedule of Findings
and Questioned Costs; and Chapter 10.550, Rules of the Florida Auditor General.

Other Reporting Requirements

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards, and Independent Accountant’s Report(s) on an
examination conducted in accordance with AICPA Professional Standards, AT-C Section 315,
regarding compliance requirements in accordance with Chapter 10.550, Rules of the Auditor General.
Disclosures in those reports and schedule, which are dated August 28, 2026, should be considered in
conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not
corrective actions have been taken to address findings and recommendations made in the preceding
financial audit report. Corrective actions have been taken to address findings and recommendations
made in the preceding financial audit report except as noted in the below table of prior year findings.

Current Year Status 2023-2024 | 2022-2023
Prior Years Findings Current Year Year Year
Not Reported| Reported | “co iio# | Finding# | Finding #
2024-001 - Deficiencies in Internal Controls Material
Weakness X N/A 2024-001 2023-001
2024-002 - Public Depository Compliance Significant
Deficiency X N/A 2024-002 2023-004
2024-003 Budgets Significant
Deficiency X 2025-003 2024-003 N/A

CLAglobal.com/disclaimer

(66)




Honorable Mayor and City Council
Town of Kenneth City, Florida

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in
this management letter, unless disclosed in the notes to the financial statements. This information has
been included in the notes to the financial statements.

Financial Condition and Management

Section 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, requires us to apply appropriate
procedures and communicate the results of our determination as to whether or not the City has met one
or more of the conditions described in Section 218.503(1), Florida Statutes, and to identify the specific
condition(s) met. In connection with our audit, we determined that the City did not meet any of the
conditions described by Section 218.503(1), Florida Statutes.

Pursuant to Section 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the City. It is management's responsibility to monitor the City's
financial condition, and our financial condition assessment was based in part on representations made
by management and the review of financial information provided by same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have any
such recommendations.

Property Assessed Clean Energy (PACE) Programs

Section 10.554(1)(i)6.a., Rules of the Auditor General, requires the City include a statement as to
whether a PACE program authorized pursuant to Section 163.081 or Section 163.082, Florida Statutes
operated within the City’s geographical boundaries during the fiscal year under audit. A PACE program
did not operate within the City’s geographical boundaries during the fiscal year under audit.

Special District Component Units

Special District Component Units Section 10.554(1)(i)5.c., Rules of the Auditor General, requires, if
appropriate, that we communicate the failure of a special district that is a component unit of a county,
municipality, or special district, to provide the financial information necessary for proper reporting of the
component unit within the audited financial statements of the county, municipality, or special district in
accordance with Section 218.39(3)(b), Florida Statutes. In connection with our audit, we did not note
any special district component units that failed to provide the necessary information for proper reporting
in accordance with Section 218.39(3)(b), Florida Statutes.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or fraud, waste, or abuse, that has occurred or is likely to
have occurred, that has an effect on the financial statements that is less than material but warrants the
attention of those charged with governance. See items 2025-002 and 2025-003 in the accompanying
schedule of findings and responses.

(67)



Honorable Mayor and City Council
Town of Kenneth City, Florida

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal, and other granting agencies, the Mayor, the Council Members, and
management, and is not intended to be and should not be used by anyone other than these specified
parties.

WMW s

CliftonLarsonAllen LLP

Tampa, Florida
August 28, 2026
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TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2025

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

2025-002 — Public Depositor Annual Report

Type of Findings: State Compliance
Condition: The City did not submit the Public Depositor Annual Report to the State until May 21, 2026.

Criteria or Specific Requirement: Management is responsible for complying with Section
280.16(1)(d), Florida Statutes, which requires public deposit information to be reported annually to the
Chief Financial Officer by November 30 for all public deposits held at the close of business on
September 30 of each year.

Effect: The City is not in compliance with Section 280.16(1)(d), Florida Statutes.

Cause: Management did not submit the required Public Depositor Annual Report by the statutory
deadline of November 30.

Recommendation: We recommend management implement procedures to ensure the Public
Depositor Annual Report is prepared, reviewed, and submitted to the Chief Financial Officer by the
November 30 statutory deadline each year. Such procedures may include assigning responsibility for
the filing, maintaining a compliance calendar of reporting deadlines, and implementing supervisory
review to verify timely submission.

Views of Responsible Officials and Planned Corrective Actions: There is no disagreement and
acknowledges submission after the filing deadline. Management is implementing a comprehensive
calendar to identify and track mandatory compliance and regulatory filings and related due dates.
Management will continue to actively monitor compliance.

(69)



TOWN OF KENNETH CITY, FLORIDA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2025

2025-003 - Budgets
Type of Findings: State Compliance
Condition: The City reported total expenditures in the General Fund that exceeded the final budget.

Criteria or Specific Requirement: Section 166.241, Florida Statutes, sets forth requirements related
to the City’s budget, including adherence to the adopted/final budget and appropriate monitoring and
amendment practices.

Effect: The City is not in compliance with the budgetary requirements of Florida Statutes.

Cause: The budget was not amended for certain expenditures funded by intergovernmental grant
revenues that were not part of the original budget. As a result, the General Fund’s expenditures
exceeded the final budget.

Recommendation: We recommend management actively monitor actual-to-budget activity throughout
the fiscal year and amend budgets timely when needed (within the period allowed by statute),
particularly when new grant-funded activities or expenditures arise, to help ensure expenditures do not
exceed budgeted amounts.

Views of Responsible Officials and Planned Corrective Actions: There is no disagreement. The
City is in the final stages of a comprehensive overhaul of the Town’s financial processes, procedures,
and internal controls designed to strengthen financial reporting and ensure budgetary compliance along
with timely amendments, as needed.

The City anticipates that completion and continued implementation of these improvements will
substantially strengthen budgetary controls and prevent recurrence of the finding in future fiscal years.
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INDEPENDENT ACCOUNTANTS’ REPORT

Honorable Mayor and Members of the City Council
Town of Kenneth City, Florida

We have examined the Town of Kenneth City’s (City) compliance with Section 218.415, Florida
Statutes, regarding the investment of public funds, during the fiscal year ended September 30, 2025.
Management of the City is responsible for the City’s compliance with the specified requirements. Our
responsibility is to express an opinion on the City’s compliance with the specified requirements based
on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether the City complied, in all material respects,
with the specified requirements referenced above. An examination involves performing procedures to
obtain evidence about whether the City complied with the specified requirements. The nature, timing,
and extent of the procedures selected depend on our judgement, including an assessment of the risks
of material noncompliance, whether due to fraud or error. We believe that the evidence we obtained is
sufficient and appropriate to provide a reasonable basis for our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with
relevant ethical requirements relating to the engagement.

Our examination does not provide a legal determination on the City’s compliance with specified
requirements.

In our opinion, the City complied, in all material respects, with Section 218.415, Florida Statutes,
regarding the investment of public funds, during the year ended September 30, 2025.

This report is intended solely for the information and use of the City and the Auditor General, State of

Florida, and is not intended to be, and should not be, used by anyone other than these specified
parties.

WMW L7

CliftonLarsonAllen LLP

Tampa, Florida
August 28, 2026

CLAglobal.com/disclaimer
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